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Producers  86  {4-69)  —  Paid  Up 

With  640  Acres  Pooling  Provision   

PAID  UP  OIL  AND  GAS  LEASE 

(No  Surfac©  Use) 

THIS  LEASE  AGREEMENT  is  made  this  17th  day  of  December.  2009.  between         EBON  G  MC^ 

MCCLOUD.  2645-2  Villa  Pi  Lagn,  Grand  Prarie.  Tx  75054  as  Lessor,  and  PALOMA  BARNETT,  LLC,  1021  Main  Street,  Suite 
2600.  Houston.  Texas  77002-6606  as  Lessee.  All  printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as 
Lessee,  but  all  other  provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and  Lessee. 

1.     In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  following 
described  land,  hereinafter  called  leased  premises: 

.615  acrBS,  more  or  less,  situated  in  the  Smith  T  Perkins  Survey.  A-1217,  and  being  Lot  6D  Block  1,  ^^Tj!  .^f^^fj^f^^^^^^ 

to  the  City  of  Dalworthington  Gardens,  Tan^nt  County,  Texas,  according  to  the  map  or  plat  thereof  recorded  in  Volume  388-171,  Page  70, 

Plat  Records,  Tarrant  County  Texas. 

in  the  County  of  TARRANT  State  of  TEXAS,  containing  0.615  gross  acres,  more  or  less  {including  any  interests  therein  which  Lessor  may  hereafter  acq^iire  by 
eveiion  pSscri^Sk-envise).  for  the  pu^se  of  expl^rii^Ffo?^  developing,  producing  and  marketing  oil  and  gas.  along  w,  h  all  hydrocarbon  and  non  hydrocarb^^^^^ 
uiSnL^produ'S"  therewith  including  geophysical/seismic  opera^ons).  The  temi  "gas"  as  used  herein  '"^'"^^^Jf^' ^/^l""^^ 

conTmerciai  gases  as  well  as  hydrocarbon  gases.  In  addition  to  the  above-described  leased  premises,  th.s  lease  also  covers  accretions  and  any  ^m^^^P^^^^  parcels 
S  S  oftS^fter  owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  above-described  leased  premises  and,  m  '^^^f^'^^^^^^^^Z  lTSv^^^ 
bonus  Le^or  aarees  to  execute  at  Lessee's  request  any  additional  or  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered, 
F^the  Si^^deterS^^^  ofTny  shut-in  rayalties  hereunder,  the  number  of  gn^ss  acres  above  specified  shall  be  deemed  correct,  whether  actually 

more  or  less. 

2  This  tease  which  is  a  'paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  three  (3)  years  from  the  date  hereof,  and  for  as  long 
mereaflef  as  Oil  ofgas  oro^er  sLtanc^^  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is 
othen^se  m«^d  in  effec.  p^rsu^^^^  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  oil  and  other  liquid 

hydr^rbons  separated  at  L^see's  separator  facilites,  the  royalty  shall  be  twenty  five  percent  (25%)  of  such  production  to  be  delivered  at  essee  s  opt,^  to 
Les^at  the  wellhead  or  to  Lessor^s  credit  at  the  oil  purchaser's  transportaWon  facilities,  provided  that  Lessee  shall  have  the  corrtinumg  right  t°  P^IJ.^f^^J.^.^J 
□Suction  at  the  wellhead  marlcet  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which 
ttS^  fs  sui  a  prSrpSSr'pr?duction  Of  similar  grade  and  gravity;  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royal^ 
shaT  I  t^n^  five  Lrcent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  part  of  ad  va  orem  taxes  and  P^^^^on^ 
severa^cTor  other  exci^taxes  and  the  costs  incurred  by  Lessee  in  delivering,  processing  or  othe™,ise  marketing  such  gas  or  other  substances,  prwded  that  L^see 
hS  haS't^e  continuing  right  to  purchase  such  producfion  at  the  prevailing  wellhead  market  price  paid  for  produc«on  of  ^'tnlS^^uJcrif^t^^^^^^^^  on 
such  Price  then  orevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  f  t^J^  '"^o  oji 
me  same  or  nearJ^r^^  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder;  and  (c)  if  at  the  end  of  the  pnmaiy  term  or  any  tirne  thereafer 
one  or  r^re  Sfon  the  leasid  premises  or  lands  pooled  therewith  are  capable  of  either  producing  oil  or  gas  or  other  substan^s  covejed  hereby  in  paying  quant^J^ss 
o?LchTeS^^e  wig  on  hydraulic  fracture  stimulSion,  but  such  well  or  wells  are  either  shut-in  or  production  therefn^m  is  not  being  sold  by  Lessee,  such  well  o  we  Is 
S  neSe^L  be  dTmed^^^  be  producing  in  paying  quanWies  for  the  purpose  of  maintaining  this  lease.  It  for  a  period  of  90  consecujve  days  s^^^l^f  ^^r  weNs^^^^^ 
shuLn TSSon  merefrom  is  not  being  sold  by  Lels^e,  then  Lessee  shall  pay  shut-in  royalty  of  one  dollar  per  acre  then  covered  by  th^  lease,  such  payment  to  be 
made  to  LesS^  o^to  L£so?s  cidrt  in  me  depository  designated  below,  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the 
S  of  aTperiS^^^^^^  ProcJuCon  therefrom  is  not  being  sold  by  Lessee  providg^that. mis  '^-^  is  o^e^^^  SPbedua'S 

by  operations,  or  pnxiuction  is  being  sold  by  Lessee  fn:>m  another  well  or  wells  on  the  leased  premises  or  lands  Pool^^Jt^f ""/^^^'j^^'";^^^^  iJhl^  for  Jie 
the  end  of  the  90.day  period  next  following  cessation  of  such  operations  or  production.  Lessee's  failure  to  properly  pay  shut-in  royalty  shall  render  Lessee  liable  for  the 

amount  ,,3ll  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  .t  ■ns.o.s  address  above  or  its  successors, 

which  shail  be  Lessors^rpLo  w   for  receiving  payments  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or  tenders  ^^^^^t^^^^^^^Z  ^^^ 

by  S  or  brdrSt  and^Sch  payments  or  tendei?  to  Lessor  or  to  the  depository  by  deposit  in  me  US  Mails  in  a  stamped  enve^pe  addressed  to  the  de[X.ston^  or 
the  Sor  a^  the  last  address  known  to  Lessee  shall  consmute  proper  paymenL  If  the  depository  should  liquidate  or  be  succeeded  by  another  '"^/^^^^^^^^^^^^ 
reason  fail  or  refuse  to  accept  payment  hereunder.  Lessor  shall,  at  Lessee's  request,  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  institution  as 
deposito^  agem  to  re-^ive  pay^^^^^^  ^^^^  ^.^^    .^^  ^^^^^.^^    p^^.^^  ^^^^^.^.^^  (hereinafter  called  "dry  hole')  on  me 

leased  pLSr TanTjSed  tSlS^  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  ^use,  including  ^  revis^n  o  unj 
boundariS  c^uSuant  to  me  provisions  of  Paragraph  6  or  me  action  of  any  govemmental  authority,  then  in  the  event  this  lease  is  not  otherwise  being  maintained  in  force 
S  shall  nSelel^remarn  in  foSe  if  Lessee  Commences  operations  for  rewori<ing  an  existing  well  or  for  drilling  an  additional  well  or  for  othen«^  obtaining  or  resto  ing 
^u  t  ^on  mSed^P^^^^^^^  therewim'within  90  days  after  comple«on  of  operations  on  such  dry  hole  -^^J^.f^^^/^^t^J^^^^^^ 

oroducSon  If  at  the  end  of  the  primarv  tern,  or  at  any  lime  mereafter,  this  lease  is  not  omenwise  being  maintained  in  force  but  Lessee  is  men  engaged  m  My 
?eSng  or  any  om  J  opeXns^eaJ^nably  c^  obtain  or  restore  production  therefrom,  mis  lease  shall  remain  '^^^  as  any  on^^^^^^ 

nnerations  are  prosecuted  with  no  cessation  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  In  me  producton  of  oil  or  gas  or  omer  substances 
SvSS  heSbv  as  S  thereX?^  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  completon  of  a  well  capab^  o 
orodS In  S^^^^^^  LesLe  shall  drill  such  additional  wells  on  the  leased  premises  or  lands  pooled  therewrth  as  a  reasonab  y  prudert  o[^erato^^ 

S  S  unS  me  sar^e  circumstances  to  (a)  develop  the  leased  premises  as  to  fomiations  then  capable  of  producing  in  payirig  quant  les  on  the  leased 

reSses  o?Lnds  poS^  the  Used  premises  from  uncompensated  drainage  by  any  well  or  wells  located  on  other  lands  not  pooled  merewith. 

There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein.  inter6=t=  as  m  anv 

nere  snan  '  '         /    ^  ,     ^  obligation  to  pool  all  or  any  part  of  me  leased  premises  or  interest  merem  with  any  other  lands  or  interests  as  to  any 

or  all  deoL  or  Snes  and  as  t?  covered  by  mis  lease,  either  before  or  after  the  commencement  of  production  whenever  Lessee  deems  i 

nLSsSK'  or  Sroper  to  do  so  in  orS?  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  similar  pooling  authority  exists  wim  respect  f  such  Jhe 

mineral  estate  in  such  part  of  the  leased  premises. 
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8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone, 
and  the  rights  and  obligations  of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  in 
Lessor's  ownership  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  in  ownership  shail  be  binding  on  Lessee 
until  60  days  after  Lessee  has  been  furnished  the  originai  or  certified  or  duly  authenticated  copies  of  the  documents  estabilshing  such  change  of  ownership  to  the 
satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee's  usual  fomi  of  division  order.  In  the  event  of  the  death  of  any 
person  entitled  to  shut-in  royalties  hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  to  the  credit  of  decedent  or  decedents  estate  in  the  depository 
designated  above.  If  at  any  time  two  or  more  persons  are  entiHed  to  ^ut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such  shut-in  royalties  to  such  persons  or  to 
their  credit  in  the  depository,  eiffier  jointly  or  separately  in  proportion  to  the  interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part 
Lessee  shail  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to 
the  transfen^id  interest  shail  not  affect  the  rights  of  Lessee  with  respect  to  any  interest  not  so  transferred.  If  Lessee  transfers  a  full  or  undivided  interest  m  all  or  any 
portion  of  the  area  covered  by  this  lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shail  be  divided  between  Lessee  and  the  transferee  in  proportion  to 
the  net  aaeage  interest  in  this  lease  then  held  by  each. 

9.  Lessee  may.  at  any  time  and  from  time  io  time,  deli-.'er  to  Lessor  or  file  of  record  a  written  release  of  this  lease  as  to  a  full  or  undivided  interest  in  all  or  any 
portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the 
interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  covered  hereby,  Lessee's  obligation  to  pay  or  tender  shut-in  royalties  shall 
be  proportionately  reduced  in  accordance  with  the  net  acreage  interest  retained  hereunder. 

10.  In  exploring  for,  developing,  producing  and  marketing  oil,  gas  and  other  substances  covered  hereby  on  the  leased  premises  or  lands  pooled  or  unitized 
herewith,  in  primary  and/or  enhanced  recovery,  Lessee  shall  have  the  right  of  ingress  and  egress  along  with  the  right  to  conduct  such  operations  on  the  leased  premises 
as  may  be  reasonably  necessary  for  such  purposes,  including  but  not  limited  to  geophysical  operations,  tiie  drilling  of  wells,  and  the  construction  and  use  of  roads, 
canals,  pipelines,  tanks,  water  wells,  disposal  wells,  injection  wells,  pits,  electric  and  telephone  lines,  power  statiwis,  and  other  facilities  deemed  necessary  by  Lessee  to 
discover,  produce,  store,  treat  and/or  transport  production.  Lessee  may  use  in  such  operations,  free  of  cost,  any  oil,  gas,  water  and/or  ottier  substances  produced  on 
the  leased  premises,  except  water  from  Lessor's  wells  or  ponds.  In  exploring,  developing,  producing  or  marketing  from  the  leased  premises  or  lands  pooled  therewith, 
the  andilary  rights  granted  herein  shall  apply  (a)  to  Vne  entire  leased  premises  described  in  Paragraph  1  above,  notwthstanding  any  partial  release  or  other  partial 
temiination  of  this  lease;  and  (b)  to  any  other  lands  in  which  Lessor  now  or  hereafter  has  authority  to  grant  such  rights  in  the  vicinity  of  the  leased  premises  or  lands 
pooled  therewith.  When  requested  by  Lessor  in  wri«ng.  Lessee  shall  bury  its  pipelines  below  ordinary  plow  depth  on  cultivated  lands.  No  well  shall  be  located  less  than 
200  feet  from  any  house  or  barn  now  on  the  leased  premises  or  other  lands  used  by  Lessee  hereunder,  without  Lessor's  consent,  and  Lessee  shall  pay  for  damage 
caused  by  its  operations  to  buildings  and  other  improvements  now  on  the  leased  premises  or  such  other  lands,  and  to  commercial  timber  and  growing  cnDps  thereon. 
Lessee  shall  have  the  right  at  any  time  to  remove  its  fixtures,  equipment  and  materials,  including  well  casing,  from  the  leased  premises  or  such  other  lands  during  the 
term  of  this  lease  or  within  a  reasonable  time  thereafter. 

1 1 .  Lessee's  (^ligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  govemmental 
authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  fM-ice  of  oil,  gas.  and  other  substances  covered  hereby.  When  drilling, 
reworking,  production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment 
sen/ices,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  insurrection,  riot,  stnke  or  labor 
disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of  purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not 
reasonably  within  Lessee's  control,  this  lease  shail  not  tenninate  because  of  such  prevention  or  delay,  and  at  Lessee's  option,  the  period  of  such  prevention  or  delay 
shall  be  added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied  covenants  of  this  lease  when  drilling,  production  or  other  operations 
are  so  prevented,  delayed  or  interrupted.  . 

12.  In  the  event  that  Lessor,  during  the  primary  term  of  Uiis  lease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to  accept  from  any  party  offenng  to 
purchase  from  Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  and  covering  all  or  a  portion  of  the  land  described  herein,  with  the  lease 
becoming  effective  upon  expiration  of  this  lease.  Lessor  hereby  agrees  to  notify  Lessee  in  writing  of  said  offer  immediately,  including  in  the  notice  the  name  and  address 
of  the  offeror,  tiie  price  offered  and  all  other  pertinent  terms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  fifteen  days  after  receipt  of  the  notice,  shail  have  the  prior 
and  preferred  right  and  option  to  purchase  the  lease  or  part  thereof  or  interest  therein,  covered  by  the  offer  at  the  price  and  according  to  the  tenns  and  conditions 
specified  in  the  offer. 

13.  NO  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least  90  days  after  Lessor  has  giv^ 
Lessee  written  notice  fully  describing  the  breach  or  default,  and  then  only  if  Lessee  fails  to  remedy  the  breach  or  default,  within  such  period.  In  the  event  the  matter  is 
litigated  and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or  canceled  In  whole  or  m  part  unless  Lessee  is 
given  a  reasonable  time  after  said  judrcial  determination  to  remedy  the  breach  or  default  and  Lessee  fails  to  do  so. 

14.  For  the  same  consideration  recited  above,  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee,  its  successors  and  assigns,  a  perpetual  subsurface 
well  bore  easement  under  and  through  the  leased  premises  for  the  placement  of  well  bores  (along  routes  selected  by  Lessee)  from  oil  or  gas  wells  the  surface  locations 
of  which  are  situated  on  other  tracts  of  land  and  which  are  not  intended  to  develop  the  leased  premises  or  lands  pooled  therewith  and  fnjm  which  Lessor  shall  have  no 
right  to  royalty  or  other  benefit  Such  subsurface  well  bore  easements  shall  mn  with  the  land  and  survive  any  termination  of  this  lease, 

15  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees  that  Lessee  at  Lessee's  option  may  pay  and  discharge  any 
taxes  mortgages  or  liens  existing,  levied  or  assessed  on  or  against  the  leased  premises.  If  Lessee  exen:ises  such  option.  Lessee  shall  be  sulwogated  to  the  nghts  of 
the  party  to  whom  payment  is  made,  and,  in  addition  to  its  other  rights,  may  reimburse  itself  out  of  any  royalties  or  shut-n  royalties  otherwise  payable  to  Lessor 
hereunder.  In  the  event  Lessee  is  made  aware  of  any  daim  inconsistent  with  Lessor's  title.  Lessee  may  suspend  the  payment  of  royalties  and  shut-in  royalties 
hereunder  without  interest,  until  Lessee  has  been  fumished  satisfactory  evidence  that  such  claim  has  been  resolved. 

16.  Notwithstanding  anything  contained  to  the  contrary  in  this  lease.  Lessee  shall  not  have  any  rights  to  use  the  surface  of  the  leased  premises  for  drilling  or 
ottier  operations. 

1 7  Lessor  and  their  successors  and  assigns,  hereby  grants  Lessee  an  option  to  extend  the  primary  term  of  this  lease  for  an  additional  period  of  twfi  (Z)  years 
from  the  end  of  the  'primary  term  by  paying  or  tendering  to  Lessor  prior  to  the  end  of  the  primary  term  the  same  bonus  consideration,  tenns  and  conditions  as  granted  for 
this  lease. 

DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  in  the  form  of  rental,  bonus  and  royalty,  are  market  sensitive  and  may 
vary  depending  on  multiple  factors  and  that  this  Lease  is  the  product  of  good  faith  negotiations.  Lessor  understands  that  these  lease  payments  and  terms  are  final  and 
that  Lessor  entered  into  this  lease  without  duress  or  undue  influence.  Lessor  recognizes  that  lease  values  could  go  up  or  down  depending  on  market  conditions.  Lessor 
acknowledges  that  no  representations  or  assurances  were  made  in  the  negotiation  of  this  lease  that  Lessor  would  get  the  highest  price  or  different  tenns  depending  on 
future  market  conditions.  Neither  party  to  this  lease  will  seek  to  alter  the  terms  of  this  transaction  based  upon  any  differing  terms  which  Lessee  has  or  may  negotiate  with 
any  other  lessors/oil  and  gas  owners. 

IN  WITNESS  WHEREOF  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  ttie  signatory  and  the 
signafor/s  heirs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as 
Lessor. 

LESSOR  (WHETHER  ONE  OR  MORE) 
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ACKNOWLEDGMENT 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


This  instrument  was  acknowledged  before  me  on  the':: 

Henredon  G  McCloud 


V2009  by 
ud 


,-^?n"*X  GORDON  A.  BROWN 

.%jCSf\  Notary  Public,  state  of  Texas 

I  \^^.\s  My  Commission  Expires 

W^M^         Awoutt  05,  2012  


;ublic,  state  qf  Texas 
ame  (frfintea): 
nmission  expires: 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 

This  instrument  was  acknowledged  before  me  on  the . 


CORPORATE  ACKNOWLEDGMENT 


.day  of. 


20 


.,by_ 


of 


.corporation,  on  behalf  of  said  corporation. 


RECORDING  INFORMATION 
STATE  OF  TEXAS 


Notary  Public.  State  of  Texas 
Notary's  name  (printed): 
Notary's  commission  expires: 


County  of  TARRANT 

This  instrument  was  filed  for  reconj  on  the. 
reconjed  in 

Instrument  Number::  


.  day  of , 


.  oftlie. 


20  .at. 


records  of  this  office. 


o'clock 


_M.,  and  duly 


By_ 
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